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Chapter 7

Topics:

*What does Operations mean today

*Growth in the services and goods sector

*Creating value through operations

*business strategy as the driver of operations
*Quality Improvement & Total Quality Management

*Adding value through supply chains
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*What does operations mean today ?

The term operations (or production) refers to all the activities involved in making
products—goods and services—for customers.
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1- Service operations (service production): activities producing intangible and
tangible service products, such as entertainment, transportation, education,
and communications services.
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2- Goods operations (goods production): activities producing tangible products
such as radios, newspaper, buses and textbooks.
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*Growth in the services and goods sectors
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GDP : the value of all goods and service produced by the economy , excluding
foreign income .
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*Creating Value Through Operations
what kinds of benefits its production provides, both for itself and for its customers?
¢ Slginnall g Lol A 0 53] W yh g 31 0l o L
( Vs 4S50 L) 5304 )

Production provides businesses with economic results: profits, wages, and goods
purchased from other companies. At the same time, it adds customer value by
providing utility.
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Utility: the ability of a product to satisfy a human want or need
ke s ¥l dala Al L Iy 68 e el 3 )08 s
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in terms of form, time, and place.
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1- Production makes products available: By converting raw materials and
human skills into finished goods and services, production creates form
utility.
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2- When a theater offers midday, afternoon, and evening shows seven days a
week, it creates time utility; that is, it adds customer value by making products
available when consumers want them.
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3- When a theater offers a choice of 15 movies, all under one roof at a popular
location, it creates place utility: It makes products available where they are
convenient for consumers.
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Operations (production) management: is the systematic direction and control of the
activities that transform resources into finished services and goods that create value
for and provide benefits to customers.
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operations (production) managers are responsible for ensuring that operations
activities create what customers want and need.
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Input = Transformation activities = Output
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Differences between service and goods manufacturing operation :
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In service operations, however, the raw materials, or inputs, are not things like
glass or steel. Rather, they are people who have either unsatisfied needs or
possessions needing care or alteration & finished products or outputs are people
with needs met and possessions serviced.
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1) Interacting with customers . :Slgivall ae Jeladl)

2) The intangible and unstorable nature of some service . e 54w gala e danh
Gladdl) (a3 jeia

3) The customers presence in the process . zliy! dlee 8 cllgivall 3 5a

4) Service quality considerations . aeaall 53 sa & e
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» Interacting with customers
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» The intangible and unstorable nature of some service
Two prominent characteristics set services apart from physical goods:
A galall alull e deasdl o) el 55 )k Glinala s
1- Intangibility :
Algiaall (ppno Caoa FinT gb 4 yina Lgiad (K15 larall Gadl (K ¥
2- Unstorability :
can’t be produced ahead of time and then stored for high demand period
leale allall 3558 8 L) daladl <8 o) Leiy jas (S Y L 1Y) ade (e dglle da oy deaall
» Customers presence in the operations process
(A G slia ) Dla | deaall ¢l jaY llgiua) 5 g g Ulal (allaty 8
> Intangibles Count for Service Quality
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Operation process: set of methods and technologies used to produce a good or a
service.
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a “make-to-order” or a “make-to-stock”

Algtaally JuaiV) da 3 s laddll Cayias Ui,

We can classify services according to the extent of customer contact required

Goods Production Processes: Make-to-Order versus Make-to-Stock Processes
: AN i il JU
e o g gally llgiiall o 68 Ladie LSl oy (6l |, allal) Cana Leliad ¢Sy (Dl
As customer specific and need
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Make-to-Order Operations: activities for one-of-a-kind or custom-made
production.

b sl Gaada LY e

Make-to-Stock Operations activities for producing standardized products for mass
consumption.
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Service Production Processes : Extent of customer contact

(amount of contact between business and customer , customer and provider contact
everyday)

1- Low contact systems : level of customer contact in which the customer need
not be part of the system to receive the service.

CAeaall a8l e e 05 o ) ellgiua) Zling Y (5 sl 138 b
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2- High contact systems:level of customer contact in which the customer is part
of the system during service delivery.
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*Business Strategy as the driver of Operation

-Business Strategy Determines Operations Capabilities

Operations Capability (Production Capability): special ability that production does
especially well to outperform the competition.
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The four main business strategies to win customers:

Quality 325l

Low price (=diall jaull
Flexibility 45l
Dependability 4laicy)
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-Expending into additional capabilities
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Operating planning
The planning activities fall into five categories:

1) Capacity planning
2) Location planning
3) Layout planning
4) Quality planning
5) Methods planning

1-Capacity: amount of a product that a company can produce under normal
conditions.

CApladl Cag el (8 Lealis] LeS pill oSy Al Clainall 43aS : Ardl
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2-Location planning
. s @ sall alual) Jasladil) (3 4 g pall g LY RS e i o gall Y T
3-Layout planning

-layout : is the physical location or floor plan for machinery, equipment,
customers, service stations.

. aaal Cilaaa s ¢pSlgionall 5 Clanall 5 YSU ladl) 8 el o
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- three well-known alternatives layout

a) custom-products layouts ( Process layout ) : physical arrangement of production
activities that groups equipment and people according to function.

Adds gl Caua GalasY s laeall peny a8 Al ZLaY) Aadsl galall cag il

b) same-steps layouts ( Product layout ): physical arrangement of production steps
designed to make one type of product in a fixed sequence of activities according to
its production requirements.

L Aaltl) Lyl b

assembly line layout AT cesess

assembly line layout : a same-steps layout in which a product moves step by step
through a plant on conveyor belts or other equipment until it is completed.

ALS) 2y s 5] Glae ol COBL e aiian e 8 shady b shd il @l ey G
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c) fixed position layout : labor ,equipment , materials , and other resources are
brought to the geographic location where all production work is done .
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4-quality planning

Quality: combination of “characteristics of a product or service that bear on its
ability to satisfy stated or implied needs ”

. Badae Glalaalanb e g5 58 ""Ix.aquéj;nuasbasw@}guqﬁj\

Performance: dimension of quality that refers to how well a product does what it is
supposed to do.
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Consistency: dimension of quality that refers to sameness of product quality from
unit to unit.

AT ) B 5 e il 80 ga 4l ) el ) 80 gad) ala] o4 (Bl
5-method planning
a)improving process flows

b)improving customer service
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*Quality Improvement & Total Quality Management

Quality control: action of ensuring that operation produce products that meet
specific quality standards
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-The quality-productivity connection :
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Productivity: the amount of output produced compared with the amount of
resources used to produce that output.

. c_al_d\ Sl CLu‘}( daddial) 3 ) gall A0Sy 45 580 G;;\_m Gt‘:’\g‘ Dl¥a A Ll
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Labor productivity of a country =

GPD for the year / total number of labor hours worked for the year

-Total quality management ( TQM )

- all activities involved in getting high-quality goods and services into the
marketplace .

Gsnd) 850 mll Ale clard g adus e Jpemnll Lale (5 sty ) AadsY) aaes
TQM first evaluate
1) the cost of poor quality sl 53 sl Call<s A
then
2) (Quality Ownership) taking responsibility for quality 32 sl e Ad s 5l J o8
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Quality Ownership: principle of total -quality management that holds that quality
belongs to each person who creates it while performing a job.

Al ) elal L LAl 2 gy (adid JS Gadi basall of e X5 o

Tools for TQM

competitive e-slll siiall Jalad 8 Leinild dala ¢ 53 gal) a8 Lgiaild cadl <l ) il
product analysis

Competitive Product Analysis: process by which a company analyzes a
competitor’s products to identify desirable improvements.
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Five of the most commonly used tool for TQM :

1) Value-added analysis

2) Quality Improvement Teams
3) Getting closer to the customer
4) The 1SO series

5) Business process reengineering

- Value — added analysis: process of evaluating all work activities, materials
flows, and paperwork to determine the value that they add for customers.

Lall) ypaail 48 5 5l Jlae Y15 ¢ ) gl (38355 ¢ Jand) Aniii] avas anali dlee A8l Aol il

- Quality Improvement Team: TQM tool in which collaborative groups of
employees from various work areas work together to improve quality by
solving common shared production problems.

Crat] Jaal) Oae Calitg (e pni glail) (pails gall Cile gana Led Jaad 8100 182 gal) Cprend 39 8
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-Getting closer to the customer
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-The ISO series

The I1SO (pronounced ICE-oh) label is a mark of quality achievement that is
respected throughout the world and, in some countries, it’s a requirement for doing
business.

oMU Gy g ¢ allall elasl paan 8ol jialy Jlaad 3l 80 gl Gaiad e e & [SO dedle
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a)ISO 9000 : program certifying that a factory, laboratory, or office has met the
-quality management standards set by the -International Organization for
Standardization.
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b)ISO 14000: certification program attesting to the fact that a factory, laboratory,
or office has improved its environmental performance.

ol 5 a8 08 S gl it ol pliae of Als e 3¢5 5algl

-Business process reengineering

: Re thinking and radical redesign of business processes to improve performance,
quality, and productivity.
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*Adding value through supply chains
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The term “Supply chain” refer to the group of companies and stream of activities
that work together to create a product

A supply chain (or value chain) for any product: is the flow of information,
materials, and services that starts with raw-materials suppliers and continues
adding value through other stages in the network of firms until the product reaches
the end customer.
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-supply chain strategy

a) Supply chain management (SCM ) : principle of looking at the supply chain as a
whole to improve the overall flow through the system

oz g ladall g ol sall 5 e sheall JSI (50501 cppnenil JSS 3y i) Al (ppuend 1) i) Tane
b) Reengineering supply chain for better results
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Outsourcing: replacing internal processes by paying suppliers and distributors to
perform business processes or to provide needed materials or service.
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